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1.
Introduction
1.1 The new Department for Business, Enterprise and Regulatory Reform (BERR) has a central role to play in creating a more competitive Britain and one that can respond to the challenges of the future, including globalisation and climate change. It will work with business as well as with employees and consumers to create an environment that supports business success. BERR’s Departmental Strategic Objectives (DSOs) are:

DSO 1 Promote the creation and growth of business and a strong enterprise economy across all regions - BERR has a key role in ensuring Britain is a dynamic place to start and run a successful business. It has joint responsibility, with the Department for International Development, for trade policy and works with other key Departments to strengthen the UK’s voice in international forums, to secure open markets and effective competition for the UK and developing countries.

DSO 2 Ensure that all Government Departments and agencies deliver better regulation for the private, public and third sectors – BERR promotes better regulation across the private, public and third sectors. The UK has the most radical better regulation agenda in the world. Delivering on this is key to business success and productivity growth. The Better Regulation Executive has moved to BERR to continue this work.

DSO 3 Deliver free and fair markets with greater competition, for businesses, consumers and employees – BERR is taking action to ensure the UK benefits from the existence of free and fair markets, both domestically and internationally, by establishing the UK’s competitive market framework, ensuring markets work to the benefit of business, investors, employees and consumers, and for law enforcement to deter fraud.

DSO 4 Ensure the reliable supply and efficient use of clean, safe and competitively priced energy and manage energy liabilities – BERR drives energy policy, where its focus is on delivering clean, safe and secure energy supplies, and maintaining the UK’s position amongst the top three most competitive energy markets in the EU and G7.

DSO 5 Manage energy liabilities effectively and responsibly – BERR manages energy liabilities, including decommissioning civil nuclear facilities and manages residual liabilities from the coal industry.

DSO 6 Ensure Government acts as an effective and intelligent shareholder – through its Shareholders Executive, BERR manages a wide range of Government assets, including the Royal Mail, British Nuclear Fuels and the Royal Mint, and provides a source of excellent corporate finance expertise within Government.
DSO 7 Provide the professional support, capability and infrastructure to enable BERR’s objectives and programmes to be successfully delivered.
1.2
This Asset Management Strategy describes the strategic direction for the  evolution of the assets that underpin the policy objectives of BERR and the ways in which those assets are managed. Where information is given for dates before the creation of BERR in June 2007, it relates to those parts of the former Department of Trade and Industry (and, where appropriate, other Government Departments) that now form BERR.

1.3
BERR has a baseline of £1.12bn plus the annual return received on previous investment in Launch Investment projects (a profile of £124m/£120m/£184m for the CSR period against a baseline of £158m) allowing capital expenditure of c£1.2 billion each year over the comprehensive spending review (CSR) period. Only around £11 million of this is direct capital expenditure by BERR and its Agencies on tangible fixed assets (a profile of £12m/£11m/£10m over the CSR period). The Department is also responsible for c£50million (against a baseline of c£61m) of investments through the Enterprise Fund. However the majority of direct capital expenditure is undertaken by our Delivery Partners
 who invest c£1.2billion through funding by the Department.

1.4 BERR also operates a range of capital grant programmes that enable investment to be targeted on key parts of the economy. These capital grants are also funded from the capital budget, but do not result in capital assets within BERR’s management. In 2007/8, the Department will be issuing grants totalling c£96million directly. The Regional Development Agencies issue a further c£1billion of capital grants.
1.5     The CSR capital settlement provides a budget of £3.7billion over the spending period, increasing by an annual average growth rate of 0.1 per cent per year in real terms. This will be underpinned by an ambitious value for money reform programme. This settlement will enable the Department to deliver: 
· £462million in additional capital Government funding for the Nuclear Decommissioning Authority (NDA), to ensure the continued safe management of nuclear waste 

· Additional funding over the CSR period for the development and deployment of new energy and energy efficiency technologies through the joint BERR/DEFRA Environmental Transformation Fund (a total of c£370 million - £200m from BERR of which £41m is new money, and £170m from DEFRA, of which £129m is new money)
· Three further rounds of the Enterprise Capital Fund, each worth £50 million per year, to support business and promote enterprise
1.6 Efficient past asset management and effective capital investment has succeeded in the generation of fit-for-purpose assets which now require ongoing maintenance across the CSR period; this accounts for 97% of the planned capital expenditure. New investment (3% of the total planned investment) is vital for success in the achievement of DSOs. Except where noted, the assets are in good condition.
1.7
BERR’s purpose is to create the conditions for business success through competitive and flexible markets that create value for businesses, consumers and employees. It drives regulatory reform and works across Government and with the regions to raise levels of UK productivity. Whilst all the Departmental Strategic Objectives (DSOs) contribute to BERR’s overall aims, and to the delivery of PSA targets, they are quite separate, as are the types and nature of capital employed within them. This Asset Management Strategy is therefore focused at DSO level. 

1.8
The majority of BERR’s capital expenditure (both investment and maintenance) falls within DSO 5 (energy liabilities), which includes civil nuclear liabilities via the Nuclear Decommissioning Authority.

1.9
The Shareholder Executive, which resides in BERR and is covered by DSO 6, actively manages the Government's interest not only in its own Public Corporations (BNFL and Royal Mail) but also in a number of other businesses (for example, QuinetiQ and Royal Mint) on behalf of other Government Departments. The Shareholder Executive has a target of increasing the aggregate value of these businesses over time. They also act in an advisory capacity for a number of Departments on their shareholding responsibilities in respect of their businesses. 

1.10 BERR also invests in British Nuclear Fuel Ltd and Royal Mail which are self-financing public corporations and subject to very specific budgeting arrangements. 
2.
Forward Investment Plans

2.1
Table 1 shows the Department’s capital baseline and settlement over the CSR period, divided between amounts necessary to maintain current asset stock and new investment. 

Table 1

	Capital DEL Summary (£ million)
	2007-08
	2008-09
	2009-10
	2010-11

	
	Agreed Baseline
	Plans

	Maintaining asset stock 
	1,135.8
	1,190.8
	1,198.6
	1,178.9

	New investment
	
	37.2
	30.2
	53.1

	Total Settlement
	1,135.8
	1,228.0
	1,228.8
	1,232.0

	Of which 
	
	
	
	

	Assumed income for Launch Investment
	
	-124,000
	-120,000
	-184,500

	Ring fenced for the NDA
	1,034.0
	1,184.0
	1,193.0
	1,187.0

	Ring fenced for the RDAs
	96.0
	94.0
	91.0
	89.0


2.2
The Department’s forecast balance sheet has been prepared to allow the calculation of the non cash requirement taking into account the current asset base and planned expenditure. The non cash elements in the following table are shown by DSO (these relate to costs within departmental expenditure limits only). The negative figures indicate where non cash credits generated by payments against provisions are in excess of the amounts needed to increase the provision over time.

Table 2 – Non Cash Costs by DSO

	
	
	
	Plans

	
	(£ million)
	Revised 2007/08 Baseline
	2008/09
	2009/10
	2010/11

	
	DSO 1 Promote the creation and growth of business and a strong enterprise economy across all regions
	76.5
	86.4
	87.6
	87.7

	
	DSO 3 Deliver free and fair markets, with greater competition, for businesses, consumers and employees
	4.0
	8.5
	9.8
	10.9

	
	DSO 4 Ensure the reliable supply of clean, safe and competitively-priced energy
	0.4
	0
	0
	0

	
	DSO 5 Manage energy liabilities effectively and responsibly
	-34.7
	-52.9
	-36.6
	-45.5

	
	DSO 6 Ensure the government acts as an effective and intelligent shareholder, and provide  a source of excellent corporate expertise within Government
	0.3
	8.8
	9.5
	6.9

	
	DSO 7 Provide the professional support, capability and infrastructure to enable BERR’s objectives and programmes to be successfully delivered
	29.4
	40.5
	18.1
	18.9

	
	Admin Budget
	21.0
	18.1
	18.3
	17.6

	
	Total
	97.0
	109.4
	106.7 
	96.5


3.
Forward Investment Plans by DSO
The following paragraphs give further details of forward investment plans by DSO (it should be noted that DSO 2 has no related capital expenditure). These plans assume that certain levels of end year flexibility will be available and will be subject to change over the period of the CSR with our priorities and income levels, and our ability to utilise end year flexibility. Negative figures reflect anticipated income which exceeds planned capital expenditure. The following chart shows that 91% of expenditure across the CSR period relates to DSO 5 with 99% of this going to a Departmental delivery partner, the NDA. 
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Departmental Strategic Objective 1: Promote the creation and growth of business and a strong enterprise economy across all regions
	Capital DEL Summary (£ million)
	2007-08
	2008-09
	2009-10
	2010-11

	
	Agreed Baseline
	Plans

	Promote the creation and growth of business and a strong enterprise economy across all regions
	Maintaining asset stock 
	33,700
	53,000
	53,200
	-10,700

	
	New investment
	
	
	
	

	
	Total
	33,700
	53,000
	53,200
	-10,700


Regional Development Agencies 
3.1
The eight Regional Development Agencies (RDAs) own and manage a range of capital assets to support growth of business and the regional economy in each region, which can be distinguished as follows:

· Regeneration properties - about 70% by value of the RDA’s capital assets which are in the process of being decontaminated, and built on (about £800m);

· Stock of land investments - these tend to be properties which RDAs have regenerated and now retain (about £145m). In some cases the properties are retained to allow a managed process of disposal in areas with property markets unable to bear large scale disposals. In others cases the buildings are used for technology parks and to provide business incubators;

· Operational assets - which include headquarters accommodation and site offices (although in most cases RDAs accommodation is leasehold) (£32m).

· Investments in subsidiaries and joint ventures - organisations set up as delivery vehicles for certain programmes (£13m).

3.2
The CSR process included a sub national review on the RDAs. The ensuing settlement reflects the RDA’s specific role with regard to development assets, whereby assets are only acquired where there is a clear market failure, to be held for a limited time for remediation and site assembly and then released back into the market for economic use. It also recognises that the RDAs are in the process of transferring all assets into joint vehicles with the private sector to remove all ongoing liabilities and maximise income.

Regional Selective Assistance/Selective Finance for Investment in England  

3.3
Regional Selective Assistance (RSA)/Selective Finance for Investment in England (SFIE) relates to Regional Aid granted to companies operating within Tier 1 or Tier 2 Assisted Areas. Aid takes the form of investment grants to companies for capital expenditure in relation to specific projects. RSA/SFIE grants offset some of the additional costs to companies of doing business in an Assisted Area and therefore work to encourage companies to create sustainable employment in these areas. SFIE funding is preferentially directed towards projects which have been shown to be effective at raising the skill level and productivity in the area. By doing this SFIE helps to redress regional disparities and improve the overall performance of the UK economy. Increased levels of investment aid granted to small and medium enterprises operating within an Assisted Area is also considered Regional Aid.

3.4
The maximum amount of grant is capped at the intervention rate for the Assisted Area and is calculated either in reference to the total investment cost of the project (capital expenditure), or occasionally in reference to (estimated) wage costs for net jobs directly created by the investment project.

3.5
Regional assistance is a devolved matter.  In England responsibility for delivery of regional assistance is split between BERR and the RDAs. The RDAs are responsible for 99% of SFIE cases by volume (approx. 67% by value).  BERR is responsible for large projects where the grant awarded is greater than £2m.  
Launch Investment 

3.6
Launch investment is a risk-sharing Government investment in the design and development of civil aerospace projects in the UK. The investment is repayable at a real rate of return, via levies on sales of the product. Launch investment is only available to the civil aerospace sector and is permitted under the Civil Aviation Act 1982, which charges the Secretary of State with “organising, carrying out and encouraging measures for the designing, development and production of civil aircraft”. 

3.7 The policy recognises that aerospace is unusual in experiencing these characteristics. Aerospace projects are also highly internationally mobile. In an environment where financial support is available from many other governments, launch investment has enabled the Government to secure valuable projects for the UK that might otherwise be carried out elsewhere. Any offer of launch investment must be consistent with the UK’s international obligations including the European Union’s State Aid rules.

3.8 Launch investment has supported various aerospace projects over the last 60 years.  Since 1997, the Government has invested nearly £1 billion in launch Investment projects and during that period £1.3 billion has been received in income. The most recent projects that successfully received support were for the design and development of the wings for Airbus A380 programme and development of the Rolls-Royce Trent 900 engine for the same programme. 

Enterprise Funds (Enterprise Capital Fund, Small Firms Loan Guarantee Scheme, Regional Venture Capital Funds and Early Growth Fund) 

3.9
These funds were designed to help to improve SME access to equity finance and to provide risk capital finance to firms showing growth potential. The CSR settlement has provided £51m/£53m/£56m funding for an additional two rounds of Enterprise Funds.

3.10
The Regional Venture Capital Funds (RVCF) were set up to address an acknowledged ‘equity gap’ encountered by small and medium sized enterprises seeking small scale venture capital (up to £500K). An RVCF has been established in each of the nine English Regions. Capital raised was a mixture of public and private funds, including from the European Investment Fund (EIF). The combined Government and EIF investment does not exceed 50% in any of the nine regional funds. The funds have a total value of £250.5m. 

3.11
The Early Growth Funds (EGF) programme is designed to test alternative models to encourage the provision of risk capital in amounts up to £100k to business start-ups and other businesses in the early stages of growth within England.  There are seven funds, six co-investment funds and one mezzanine debt fund. 

3.12
Both these funds have a 9-12 year life. New investments are only allowed in the first 5 or 6 years. The rationale behind this is that the first half of the fund’s life is spent concentrating on finding and making good quality investments. For the remainder of the fund’s life these investments are managed and exited at the optimum time. It is the successful exits that realise valuation gains and generate cash for the investors (or that the Department will share in the profits by taking an interest charge as is the case with EGF).
Departmental Strategic Objective 3:  Deliver free and fair markets, with greater competition, for businesses, consumers and employees
	Capital DEL Summary (£ million)
	2007-08
	2008-09
	2009-10
	2010-11

	
	Agreed Baseline
	Plans

	Deliver free and fair markets, with greater competition, for businesses, consumers and employees
	Maintaining asset stock 
	1.8
	2.5
	3.8
	3.8

	
	New investment
	
	14.0
	-1.5
	2.0

	
	Total
	1.8
	16.5
	2.3
	5.8


ACAS 

3.13
ACAS is a Crown non departmental public body (NDPB), it has the usual office accommodation mix of fixed assets which is primarily leasehold improvements, IT, telecoms, office machinery and furniture. In connection with its current major efficiency programme which includes the reduction of the number of offices from 29 to 15 and the downsizing of the 5 regional offices, significant leasehold improvement expenditure is required in order to ensure the standard of accommodation is fit for purpose as it will be used at increased capacity. For similar reasons a new telephone system is required.

Competition Commission

3.14
The Competition Commission requires capital for maintenance to support its ongoing renewal programme. Its assets comprise office furniture, IT and capitalised office dilapidations in respect of its leasehold office (lease held to 2023). It maintains its physical assets in such condition as to keep them fully fit for purpose. There is an ongoing renewal programme to ensure compliance with health, safety and fire regulations. 
Insolvency Service 

3.15
The Insolvency Service administers the insolvency regime. In addition to a small amount of capital maintenance, there is a requirement for new investment to support the balance of implementation of a new IT system and the new “Enabling the Future” programme which will streamline the work of the Insolvency Service. Assets comprise:  assets under construction; leasehold improvements; office machinery and computers. In addition to a small amount of capital maintenance, there is a requirement for some new investment. 

Consumer Support 

3.16
Consumer Support is committed to ensuring consumers get a fair deal, value for money, safe and high quality products, and greater choice. A small sum of capital maintenance is needed for the ongoing replacement of office equipment.
Companies House

3.17
Companies House is a trading fund of the Department. To enable capital investment, Companies House takes capital loans from BERR which are then repaid over a period. Capital investment is required to enable this loan facility with the amounts shown representing the loans and repayments profile. The assets owned by Companies House comprise £25.5m in respect of the premises from which they operate which are in good condition, £21m assets under construction (CHIPS- the core information processing system) which will need some further investment, plus office machinery and IT. 
Departmental Strategic Objective 4: Ensure the reliable supply and efficient use of clean, safe and competitively priced energy
	Capital DEL Summary (£ million)
	2007-08
	2008-09
	2009-10
	2010-11

	
	Agreed Baseline
	Plans

	Ensure the reliable supply and efficient use of clean, safe, and competitively priced energy
	Maintaining asset stock 
	42.8
	64.2
	42.9
	19.2

	
	New investment
	
	1.0
	10.0
	30.0

	
	Total
	42.8
	65.2
	52.9
	49.0


3.18
Sustainable Energy (capital grants) – this expenditure supports demonstration of low carbon and renewable technologies which are not yet commercial, including marine, biomass, hydrogen and fuel cells, offshore wind, microgeneration and carbon capture and storage. These technologies offer significant potential to meet the UK's environmental and economic policy objectives over the medium - long term. Whilst for some of these technologies mass deployment/commercialisation may be some time away, the Government is taking action now to enable their development. Capital is used in their development, demonstration and ultimately deployment which will help to realise the Government's target of 60% reduction of CO2 emissions by 2050.

3.19
Environmental Transformation Fund (ETF) – In June 2006,  Alistair  Darling and David Miliband jointly announced the creation of a new joint Department for the Environment, Food and Rural affairs (DEFRA)/BERR Fund to further boost investment in demonstration and early deployment of low-carbon energy technologies and in energy efficiency. The Fund brings together BERR and DEFRA’s work to support new energy technologies, and to promote the better use of energy. BERR’s strategy, endorsed by the Energy Review, is to support private sector investment in a portfolio of emerging technologies which offer potential for cost effective deployment in the UK. In the CSR settlement, the Environmental Transformation Fund was awarded a three year budget of £1.2 billion in total, which will provide investment in new energy technologies in the UK, and resources to meet our obligation to support poverty reduction in the poorest countries through environmental protection.
Departmental Strategic Objective 5: Manage energy liabilities effectively and responsibly 

	Capital DEL Summary (£ million))
	2007-08
	2008-09
	2009-10
	2010-11

	
	Agreed Baseline
	Plans

	
	Total
	42,790
	65,200
	52,900
	49,200

	Manage energy liabilities effectively and responsibly
	Maintaining asset stock 
	1,036.4
	1,192.0
	1,200.0
	1,193.4

	
	New investment
	
	3.3
	1.0
	0.9

	
	Total
	1,036.4
	1,195.3
	1,201.1
	1,194.3


The Nuclear Decommissioning Authority  

3.20 The Nuclear Decommission Decommissioning Authority (NDA) was established on 1 April 2005 under the Energy Act 2004. The NDA is charged with cleaning up the UK’s historic civil nuclear legacy at its sites safely, securely, cost effectively and in a manner that safeguards the environment for this and future generations. The NDA has developed the first ever Strategy for tackling the legacy. The programme is challenging and long term (over a hundred years). Civil liabilities are currently estimated by the NDA £37 billion (discounted). 
3.21 The capital will provide assets for nuclear decommissioning and support of commercial operations which fund decommissioning. Over 60% of capital is spent at Sellafield, with priority given to dealing with the high hazard legacy facilities. 

The NDA has three separate asset bases:
· Nuclear Licensed Sites - by April 2007 there will be twenty sites across the UK. These are all freehold except for Harwell, which is leased. In valuation terms, these sites are liabilities rather than assets because of their specialist nuclear nature.  Income is circa £4 million per annum.

· Non-Operational Sites - surrounding each nuclear site is a set of assets valued at approximately £75 million. They are predominately non-commercial farms, but include some assets that may be capable of alternative higher value uses.  Income is circa £0.35 million per annum. They are in a relatively good state of repair.

· Assets Occupied by the NDA Service - a head office and four regional offices to accommodate personnel. They are in good order but will require expansion in 2007/08 to accommodate additional activities. These properties are all rented on flexible leases, with low maintenance liabilities and competitive rental levels.

Civil Nuclear Police Authority 

3.22
Under the provisions of the Energy Act 2004, a new Civil Nuclear Police Authority (CNPA) has now been created which took responsibility for the renamed Civil Nuclear Constabulary (CNC) with effect from 1 April 2005. Due to the nature of its work in protecting nuclear sites, CNPA has capital items to maintain; police cars, weapons, body armour etc. 
Coal Authority 

3.23
The Coal Authority is owner of the nation’s coal resource and undertakes annual inspections of all operational mines and opencast sites. The Authority repairs property which has been damaged as a result of old coal mining activities, and, as owner of the nation’s coal resource, it issues licences to mining operators, monitors licence operations and undertakes annual inspections of all operational mines and opencast sites. Capital is required for both maintenance and new investment as pumping stations are now only rebuilt where the Authority has land title; they therefore become assets as there is legal title and the pumping station has a useful economic life. The Coal Authority has 3 main assets:

· The office headquarters which was completely refurbished during 2005-06;

· The Horden Minewater Treatment Scheme which removes iron from minewater and is operating at 99% efficiency;

· The Mine Reports database system which is expected to have produced 550,000 reports in the current year. There are plans being developed to upgrade the database system to MRSDS III.

Departmental Strategic Objective 6: Ensure that government acts as an effective and intelligent shareholder, and provide a source of excellent corporate finance expertise within Government

	Capital DEL Summary (£ million)
	2007-08
	2008-09
	2009-10
	2010-11

	
	Agreed Baseline
	Plans

	Ensure that government acts as an effective and intelligent shareholder, and provide a source of excellent corporate finance expertise within Government.
	Maintaining asset stock 
	
	
	
	

	
	New investment
	
	0.3
	0.3
	0.3

	
	Total
	0
	0.3
	0.3
	0.3


The United Kingdom Atomic Energy Authority 

3.24
The United Kingdom Atomic Energy Authority’s (UKAEA) assets consist mainly of land and buildings at its Culham and Harwell sites and IT, plant and equipment. The new capital investment is required as land and buildings at Harwell are being developed with a view to future disposal or as part of the Harwell Chilton Campus science park.

Departmental Strategic Objective 7: Provide the professional support, capability and infrastructure to enable BERR’s objectives and programmes to be successfully delivered

	Capital DEL Summary (£000’s)
	2007-08
	2008-09
	2009-10
	2010-11

	
	Agreed Baseline
	Plans

	Provide the professional support, capability and infrastructure to enable BERR’s objectives and programmes to be successfully delivered.
	Maintaining asset stock 
	21.2
	7.4
	5.0
	4.0

	
	New investment
	
	18.6
	20.4
	19.9

	
	Total
	21.2
	26.0
	25.4
	23.9


3.25
BERR will continue to make savings on its overall central costs through restructuring. This includes the need to make changes to existing office accommodation through leasehold improvements to ensure estate optimisation.
4.
Asset Management Practices

Financial Management Framework
4.1
BERR’s Management Board works with Ministers to set the Department's Strategy and allocate resources. The Board takes responsibility for agreeing the allocation of budget resources when budgets are set, and when re-allocations are necessary, and reviewing financial information on a monthly basis. The Executive Committee make decisions on strategic, department-wide internal management issues. Delegated authorities are issued annually to Directors General and cascaded down to budget holders. 
4.2
BERR has an established framework in place with each of its delivery partners which sets out required financial management practices and delegated limits, including those in relation to the purchase, maintenance and disposal of assets. Any proposals for large-scale individual capital projects or acquisitions are firstly considered within the NDPB’s corporate planning process. Applications are then made for approval by the Department [and where appropriate, the Treasury] and supported by formal notification that the proposed project or purchase has been examined and duly authorised by the NDPB’s Board.  Regular reports on the progress of projects are submitted to the Department.

4.3
Major investment decisions are taken through BERR processes with arms length bodies’ forward asset plans being considered via sponsor teams. Dependent upon the value, such investment plans are also subject to approval by Treasury. 

Corporate Governance Framework

4.4
The effectiveness of the system of internal control is reviewed by the Department’s Directors General who each provide a Statement on Risk Management and Internal Control and Corporate Governance Representation for their Group, informed by returns or opinions they themselves received from their Heads of Management Units. The Chairman of the Audit & Risk Committee and the Director of Internal Audit reviews each Statement and Representation with the relevant Director General and discuss the key findings with the Accounting Officer.   

4.5
The Department’s Agencies and consolidated Delivery Partners also conduct a review of the effectiveness of internal control in preparing a Statement on Internal Control for their Annual Accounts. A similar process is applied to that in the Department and the signed statements from each Chief Executive form part of the Department’s overall assurance on internal control.   

4.6
The Department also has arrangements, tailored to each particular situation, for monitoring those sponsored bodies which are not consolidated into the Departmental Resource Accounts but which nevertheless participate in the delivery of BERR’s objectives. Monitoring arrangements are in place as needed for other bodies where BERR has lead policy within Government.  
4.7
The Audit and Risk Committee provides independent advice on internal control issues and the progress being made in embedding risk management within the organisation. The Audit and Risk Committee advises on the Internal Audit work programme. The Chairman also sits as an Independent Board Member on the Management Board. 
Investment Appraisal

4.8
BERR’s Operating Committee decides on BERR processes and resources relating to people, planning, financial management, communication, project management, IT and property. It looks at infrastructure projects to:

· Co-ordinate the implementation of change and efficiency initiatives in respect of these infrastructure projects;
· Agree strategies to report back to the Management Board in respect of infrastructure projects; 
· Prioritise and oversee implementation of change and efficiency projects;
· Report monthly to the Management Board via a written report; and 
· Maintain standards of project and programme management Office based on Prince II methodology and Office of Government Commerce (OGC) standards.
5.
Asset Disposal Plans

5.1
The Core Department, together with its Agencies, has a relatively small stock of tangible fixed assets. It consists primarily of the office buildings, furniture, IT and other office equipment that is necessary for the workforce to operate effectively.  Most of the Department’s tangible fixed assets are held by its delivery partners, primarily the Nuclear Decommissioning Authority and the Regional Development Agencies.

Description of Assets to be Disposed  
5.2
In partnership with the Council for the Science and Technology Facilities Council (a non departmental public body of the Department for Innovation, Universities and Science), UKAEA is disposing of land worth £20 million to the private sector. In accordance with Government policy there are plans to develop Harwell and Daresbury as Science and Innovation Campuses (SIC). Establishing the Harwell SIC will involve the transfer of land from UKAEA to a joint venture, which will be formed with an investing private sector partner. The value of this land will be determined through the competitive bidding process, but a conservative figure is the UKAEA book value of £20 million for the land that is immediately available. The policy is to transfer the whole site into the Harwell SIC by about 2018. The value of the total Harwell site is at least £50 million. The transfer of land into the joint venture will not generate any cash proceeds.

Identification of Future Disposal Opportunities

5.3
The Department has reviewed its asset stock to ascertain where value-for-money can be delivered through asset disposal. However in respect of the two largest investments - coal pensions (an asset in AME) and launch investments - the risk spectrum and nature of the underlying investments would not deliver any significant receipts. The bulk of the value of the Department’s fixed assets lies within nuclear assets and Royal Mail – all of which are very difficult to dispose of for operational reasons.

6
Consideration of Wider Market Initiatives
 

6.1
The Department has examined its asset stocks to identify opportunities to earn commercial income on its capital assets where there is unused capacity. 

6.2
The Department has also examined its asset base as part of identifying surplus assets for disposal (see part 3 Asset Disposal Plans) and also considered areas where there are intangible assets such as intellectual property. However, the Department itself does not own any significant tangible or intangible assets directly. 

6.3
The Department does provide capital grants and seeks to leverage funding wherever possible. The majority of assets and intellectual property resides with the Department's delivery partners. The Department's delivery partners are encouraged to consider WMI.
Annex A: Capital Stock Survey

Table A
Total Fixed Assets by DSO as at 31 March 2006
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£m  £m £m      £m

Advantage West Midlands 0.934 0.229 28.841 30.004

East Midland Development Agency 1.834 0.077 1.872 3.783

East of England Development Agency 1.211 0.151 3.124 4.486

Northwest Regional Development Agency 2.619 0.482 119.064 122.165

 One North East 10.061 0.104 135.602 145.767

South East England Development Agency 1.083 0.000 0.477 1.560

South West of England Regional 

Development Agency

1.030 0.000 22.717 23.747

Yorkshire Forward 7.353 0.058 -1.587 5.824

Departmental Investment programmes 0.000 0.000 2,175.304 2,175.304

Insolvency Service 5.514 0.000 0.000 5.514

Advisory, Conciliation and Arbitration 

Service

7.254 0.432 0.000 7.686

Equal Opportunities Commission 0.615 0.200 0.000 0.815

Simpler Trade Procedures Board 0.013 0.000 0.000 0.013

Competition Appeals Tribunal/Competition 

Service

0.480 0.027 0.000 0.507

National Consumer Council 0.070 0.000 0.000 0.070

Competition Commission 8.144 0.238 0.000 8.382

Companies House 50.855 0.000 40.661 91.516

Departmental investment (PDC) 0.000 0.000 22.214 22.214

Ensure the regular 

supply and efficient 

use of clean, safe 

and competitively-

priced energy

Energywatch 0.156 0.035 0.000 0.191

Coal Pensions 0.000 0.000 1,789.061 1,789.061

NDA 5,189.000 0.000 197.000 5,386.000

The Coal Authority 11.933 0.000 1.737 13.670

Postwatch  1.129 0.240 0.000 1.369

UK Atomic Energy Authority 31.800 0.800 73.500 106.100

British Nuclear Fuels 223.000 600.000 715.153 1,538.153

Royal Mail 1,594.000 174.000 528.000 2,296.000

Provide the 

professional support, 

capability and 

infrastructure to 

enable BERR's 

objectives and 

programmes to be 

successfully 

delivered

Departmental assets 79.079 0.000 0.000 79.079

TOTAL 7,229.167 777.073 5,852.740 13,858.980

Manage energy 

liabilities effectively 

and responsibly

Promote the creation 

and growth of 

business and a 

strong enterprise 

econmy across all 

regions

Deliver free and fair 

markets, with greater 

competition, for 

businesses, 

consumers and 

employees 

Ensure that 

government acts as 

an effective and 

intelligent 

shareholder, and 

provide a source of 

excellent corporate 

finance expertise 

within Government


1.1
As at 31 March 2006 the Department had an asset base to support the delivery of its DSOs amounting to £13.8bn (including both DEL and AME). The asset base is distributed by DSO in the following way: 52% Managing Energy Liabilities, including the NDA; 18%; Enterprise & Business, 28% Asset Management; 2% divided between Fair Markets, Clean, Safe, Competitively-priced Energy, and Professional Support. This includes assets funded by annually managed expenditure (AME).

1.2
Of the £13.8bn worth of fixed assets, the core Departmental “Professional Support” DSO owned £79m of assets; this reduced to £62m as at 31 March 2007. Of this, £1m relates to buildings (a warehouse used to store core samples in Edinburgh), £22m to leasehold improvements (i.e. capital improvements made to buildings leased by the Department), £30m to assets under construction (capitalised projects) plus other items (IT and furniture) used in the course of the Department's business.

1.3
The table below shows how the total capital stock relates to the delivery of the Department’s objectives: 
Table B

[image: image4]
British Coal Pensions
1.4
The tables above include the Department’s fixed asset investments in British Coal Pensions. These maintain an interest in the two former British Coal Corporation pension schemes – the Mineworkers Pension Scheme and the British Coal Staff Superannuation Scheme. When the Government privatised British Coal in 1994, they agreed to guarantee the benefits of these two pension schemes, in return for a half share in any future investment surpluses of these schemes. The Department is responsible for managing these assets on behalf of the Government. 

1.5
The Department holds an Investment Reserve in each scheme (£3,075 million as at 31 March 2007) and will use these Reserves to ensure that the pension benefits of scheme members is maintained in the event of deficits arising in the Guaranteed Fund of the pension schemes. The Guaranteed Fund is the fund from which the former mineworkers’ pensions are paid.

1.6
The above-mentioned investments are part of annually managed expenditure and all surplus income flows through the Department directly to the Treasury with no benefit to BERR.

Public Dividend Capital 
1.7
British Shipbuilders is a public corporation that has ceased all of its trading activities. The Department now manages its residual affairs, which consists principally in dealing with the liabilities arising from former employees’ health claims. The Department has a public dividend capital holding in the corporation, but no longer draws any dividends from it.

Royal Mail Restructuring Loans 
1.8 The Government is the sole shareholder in Royal Mail Holdings plc, one ordinary share held by HM Treasury; 50,004, ordinary shares (at end of 2006/7), plus one special share held by the Secretary of State for Trade & Industry. The Government is not currently drawing any dividends from Royal Mail for the shares. The Department takes shareholder responsibility for the Royal Mail, as well as policy responsibility for the UK postal services sector. The £500m loan was given to Royal Mail (then the Post Office) in February 2001 on commercial terms. The loan was to enable Royal Mail to make certain overseas acquisitions. The loan was made in tranches repayable up to 2025.

1.9 The Royal Mail is currently implementing a major restructuring plan, which is responsible for incurring exceptional costs over SR04 and beyond. In addition to the current £500 million NLF loan the Government has agreed to provide £1,200m debt facilities and to release the £850m Mails Reserve for the company to transfer to a pension escrow account that may be drawn down by the pension trustees in the unlikely event that the company should fail. In March 2007 Royal Mail announced a deal with Land Securities Trillium, a Land Securities Group business, for the disposal of a portfolio of 285 surplus or partially-occupied premises. The deal, which followed a robust, competitive process, is a key element in Royal Mail’s drive to increase efficiency and compete effectively in the UK postal market.

1.10 The historic value of BERR’s investment in Royal Mail increased in 2006/07 from £0.05m to £440.05m when BERR purchased 5 shares at a total cost of £440m. The assessment of Royal Mail’s projected value as a consequence of the transformation of the business justifies this investment.

Post Office Revolving Loan Facility 

1.11 The Department has also made a tightly-drawn revolving loan facility, of up to £1,150 million available to Post Office Limited (the network subsidiary of Royal Mail Group plc) to help it meet some of its working capital requirements. The loan package was agreed against the background of the Department of Work and Pensions migration of benefits payments to a system of direct payment. The loan facility has been in operation since December 2003. It is based on commercial terms and lending is secured against assets of the business. There was £400m outstanding at 31 March 2007.

Glossary

Tangible assets
Physical assets such as buildings, equipment, office machinery

Intangible assets
Software licences, intellectual property rights

Investments
Ownership of gilts, shares and loans

Delivery Partners
NDPBs, trading funds and agencies which are sponsored by the Department to implement policy or provide specific services to the customer

Wider Markets Initiative
Seeking commercial income to maximise use of spare capacity in the fixed assets owned by Government. The Wider Markets Initiative (WMI) encourages the public sector to adopt a more entrepreneurial approach to making the most effective and efficient use of public assets by exploiting their commercial potential. There is an incentive for bodies to undertake these activities in that, subject to HMT agreement, they can keep the income generated. 

URN 08/553

Total Fixed assets by DSO as at 31 March 2006 £13.9bn
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� See Glossary.


� See Glossary.


� The fixed asset survey was carried out during 2006/7 in preparation for the CSR process. See Annex 2 for updated information on British Nuclear Fuels.
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